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SECTION 1

INTRODUCTION

In 1990, the Kentucky Public Service Commission (“Commission”) promulgated
807 KAR 5:058 to create an integrated resource planning process to provide for review
of the long-range resource plans of Kentucky's jurisdictional electric generating utilities
by Commission Staff (“Staff’). The Commission’s goal was to ensure that all
reasonable options for the future supply of electricity were being examined in order to
provide ratepayers a reliable supply of electricity at the lowest possible cost.

Kentucky Power Company (“Kentucky Power”) filed its 2016 Integrated Resource
Plan (“IRP”) with the Commission on December 20, 2016. The IRP includes, among
other things, Kentucky Power’s plan for meeting its customers’ electricity requirements
over a 15-year forecast period from 2017 through 2031.

By Order dated January 19, 2017, a procedural schedule was established that
provided for two rounds of data requests, an opportunity for Intervenors to file written
comments, and an opportunity for Kentucky Power to file a response to any Intervenor
comments. Intervenors in this matter are the Attorney General of the Commonwealth of
Kentucky, by and through the Office of Rate Intervention (“Attorney General’); Kentucky
Attorney General Industrial Utility Customers, Inc., (*KIUC”); and Jim Webb and the
Sierra Club (jointly “Sierra Club”).

Kentucky Power, a subsidiary of American Electric Power (“AEP”), supplies
electricity to approximately 168,000 retail customers in eastern Kentucky. As part of its
customer base, Kentucky Power serves the metal, chemical and allied products,
petroleum refining, and coal mining industries. Kentucky Power also provides
wholesale power to the Vanceburg and Olive Hill municipal electric systems.

This report provides a review and evaluation of Kentucky Power's 2016 IRP in
accordance with 807 KAR 5:058, Section 11(3), which requires Staff to issue a report
summarizing its review of each IRP filing, and make suggestions and recommendations
to be considered in future IRPs. Staff recognizes resource planning to be a dynamic
and ongoing process. Specifically, Staff’'s goals are to ensure that:

o All resource options are adequately and fairly evaluated;

o Critical data, assumptions, and methodologies for all aspects of the plan
are adequately documented and are reasonable; and

o The report also includes an incremental component, noting any significant

changes from Kentucky Power's most recent IRP, filed in 2013."

' Case No. 2013-00475, Integrated Resource Planning Report of Kentucky Power Company to
the Kentucky Public Service Commission, (Ky. PSC Dec. 8, 2014) (2013 IRP”).
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Kentucky Power is one of the AEP operating companies that comprise the AEP
eastern transmission system (“AEP-East”). For more than 75 years, the AEP-East
utilities that owned generating facilities coordinated the planning and operation of their
generation under the provisions of the AEP Interconnection Agreement (“Pool
Agreement”). The AEP-East utilities terminated the Pool Agreement effective January
1, 2014, resulting in Kentucky Power being responsible for its own load requirements for
capacity, including any required reserve margin. Kentucky Power is a party to a power
coordination agreement (“PCA”).2 The most recent change to the PCA was the addition
of Wheeling Power Company (“WPCo”) effective June 1 2015. This addition was the
result of WPCo acquiring a 50 percent undivided interest in the Mitchell Plant. This
change had no impact on Kentucky Power’s obligation under the PCA. Kentucky Power
states that no further changes to the PCA are under consideration at this time.®

Kentucky Power’s system peak demand historically has occurred in the winter
season. Kentucky Power reported its record system peak of 1,685 megawatts (“MW?)
in January 2005.* Its record summer peak demand, 1,358 MW, occurred in July 2005.5
Kentucky Power’s most recent summer peak was 1,044 MW, on August 9, 2016, and its
most recent winter peak was 1,342 MW, on January 19, 2016.%5 In 2015 Residential,
commercial, and industrial sales accounted for approximately 32, 20, and 40 percent of
its load, respectively.” The remaining 8 percent of its load was attributed to public-street
and highway lighting, sales for resale, and all other categories.

On January 1, 2014, Kentucky Power added 780 MW of capacity when it
acquired a 50 percent ownership interest in Units 1 and 2 of the Mitchell Plant

2 The PCA currently provides for Appalachian Power Company (“APCo”), Indiana Michigan
Power (“I1&M”"), Kentucky Power and WPCo to participate collectively (a) under a common Fixed Resource
Requirement (“FRR”) capacity plan in PJM Interconnection, LLC (“PJM”), and (b) in specified collective
off-system sales and purchase activities. Under the PCA, generation is not planned on a single-system
basis as it was under the previous Pool Agreement. Rather, APCo, I&M, Kentucky Power and WPCo,
individually, are required to own or contract for sufficient generation to meet their respective load and
reserve obligations.

®IRP at 30.
4 Id. at 28.
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7 Id. at 170, Exhibit C-1.
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